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CHAPTER 6
COST ACCOUNTI NG, FORMS AND GENERAL PROCEDURES
6-1. Cost Accounting is the process of analysis, recording and reporting

of costs and expenses incurred for activities and of income derived
t herefrom

6-2. Definitions of Cost Accounting terns used in this Manual

a. Cost is the anmount of any expenditure of funds or any distribution or
summation thereof, incurred in the performance of the acquisition
construction, maintenance, or operation of property or performance of
service. Also included in the definition of “cost” is the appraised val ue
of property or service obtained w thout charge.

b. Expense is cost incurred in the maintenance or operation of property
or the performance of service.

c. lncone is earnings accrued fromthe ownership or operation of
property or the performance of service.

d. Work is acquisition, construction, nmaintenance or operation of
property or the performance of service.

e. Wrk Oder is an order for work to be acconplished.

f. Project subaccount is any subdivision of a feature or subfeature not
separately identified in a program schedul e, but which is maintained for
| ocal control purposes. (See paragraph 6-10 as to the use of Wrk O der
ENG Form 3013, Work Order/ Conpletion Report for authorizing subaccounts.)

g. Job is a general termwhich may be synonynous with a project feature
or subfeature; or it may be any part or conbination of them as in the case
of a contract covering pert of one, or all of several features or
subfeatures. A Job may al so be shop activity for a specific purpose, such
as creation of maintenance of property or performance of service. Ajob is
usual ly an activity enconpassed by specific work order, discussed in
par agraph 6-10, except that a single contract job may cover several work
orders, or a part or parts thereof.

h. Elements of Cost. include |abor (personal services), materials,
suppl i es, equipment, equipnment rental, equi pment operation, contractors
earnings, travel, transportation, rent., utilities, printing and bindi ng
and ot her non-personal services applied to work
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6-3. (Objective and purposes of cost accounting. Cost accounting is
essential to the efficient managenent of work. Its prinmary object is to
show costs and expenses incurred and i ncome accrued. Its purposes nmay be
described as foll ows:

a. To furnish the basis for determ ning whether work is being perforned
economi cal | y.

b. To anal yze the costs of the various conponents of work for conparison
with simlar data for |ike work, for determ ning the efficiency of |abor
and pl ant.

c. To facilitate periodic conparison of the various work conponents and
el ements of cost of one job with those of other sinmilar jobs, and, in the
case of differences, to furnish such data as will enable engi neers and work
supervisors to discover the cause of such differences.

d. To furnish data as work progresses which will enable engineers and
wor k supervisors to make conparisons with estimated costs and facilitate
intelligent forecasts of ultimate costs.

e. To furnish sufficient and reliable data on conpleted work for use in
the preparation of estimates of the cost of simlar work

f. To awaken a spirit of conpetition between the heads of different
wor ki ng parties engaged in simlar work.

6-4. The cost accounting system A cost accounting system nust provide
means by which the total costs will be allocated equitably and with a
reasonabl e degree of accuracy to the various work conponents as work is
being performed. It. value depend. largely upon the sinplicity of methods
used in collecting and tabulating the cost data and the pronptness with

whi ch the cost information obtained can be nmade avail abl e to managenment. |f
made conplicated to the extent of demanding too great detail or exactitude,
t he purposes of a cost accounting systemw || be defeated.

a. This chapter, together with Chapters 7 and 8 describe the civi
wor ks cost accounting system used by the Corps of Engineers. It has been
devel oped after much study of conditions peculiar to the Corps and with the
view toward sinplicity of nmethods and speed of operation. It can be
expanded or contracted to nmeet the needs of the various districts. For
projects requiring special treatment, District Engineers may establish
for their own use, additional subfeatures or further breakdowns wthin
the cost account structure prescribed in this manual. Where work
conditions exist that appear to require accounting treatnent
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not provided in this manual, District Engineers are invited to submt
particulars to the Chief of Engineers, with proposed nmethod of accounting,
for approval. The proper use of forns facilitates the assenbly of costs
with relation to nmeasurenents of work done. The forms which are prescribed
have been prepared with a view to naking them adaptabl e for general use

t hr oughout the Corps of Engineers. These forns are stocked in the Ofice of
t he Chief of Engineers and all requisitions therefor should be addressed to
t he Chief of Engineers, Attn: DAEN-ASP-D. The use of forms other than those
prescribed is not authorized; however, recomendati ons for inprovenments in
these forms, or substutions therefor, are wel comed.

b. Accounts established for activities of the Corps of Engineers provide
for the recording and control of assets, liabilities, incone, expenses and
the proprietary interest of the U S. Government therein. The system pro-

vi des for mmintenance of the books of account on an accrual basis whereby
the recei pt of assets and incone are recorded concurrently with the actua
or constructive receipt thereof, and liabilities and expenses are recorded
initially as of the date incurred. Thus, at the end of any accounting
period, the status* of the financial affairs of the Corps of Engi neers may
be accurately determ ned fromthe books of account, and statenments prepared
to reflect the financial condition resulting from operations of the Corps.

c. In cases where costs for specific work are financed by contributed
funds, separate cost |edger sheets will be maintained therefor. On the
other hand, if funds are contributed for a project as a whole, there wll
be no separation in the cost accounts; information for expenditures from
contributed funds will be available from allotnent |edgers.

6-5. Responsibility for cost accounting. Al cost accounts (except
detail ed accounts for work perforned in shops and facilities) will be

mai ntained in the district office Cost Accounting Section. The District

Engi neer is provided a Cost Accounting Section whose functions are to

mai ntain the cost accounts, prepare cost reports, and furnish cost data and
anal yses to operating people, as needed. Hence, no cost accounts wll be
mai nt ai ned by the technical divisions of the district office. The technica
di vi si ons have a need for maintaining support data for the preparation of
current working estinmates, which is an el ement of basic control. However
data required for this purpose consist principally of known anmounts of
contracts already let, nodifications thereto, overruns and underruns,
estimates of engineering and design, supervision, admnistration and
overhead costs and estimates for work in the planning and desi gn phases and
not yet placed under contract. Together with the officially nmaintained
accounts these forma basis for effective control through reports show ng
the rel ationship of costs and estimtes, schedul es, etc.

a. The accuracy and value of the results to be obtained through cost ac-
counting are not the exclusive responsibility of any single organization
unit. The purpose of cost accounting can be net only as a result of proper

3 6-5
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cooperation by the several organization units as a whole which are en-
gaged in the preparation of work schedules and estimates; in the con-
duct of the work; and in recording initially the basic information with
respect to each element of cost to be analyzed and recorded by the cost
accounting section.

b. Periodic field inspections will be made by key employees of the
cost accounting section, and close contact and understanding
maintained between that section and the organization in charge of the
work. Such inspections are necessary in order that those employees
may familiarize themselves with the actual field work and accordingly
be better qualified to detect and correct erroneous charges and to
properly analyze costs. Since cost accounting is a very important
branch of general accounting and the records compiled in the cost
accounting section are primarily for use of the engineer, and work
supervisor, the cost accountants nec-essarily must have a thorough
understanding of the principles of general accounting, as well as a
general understanding of engineering and construct ion methods.

c. All cost transfers should be reviewed by an appropriate super-
visory accountant. Cost transfers should be adequately justified and
supported by written documentation from appropriate project manage-
ment level personnel.

6-6 General Ledger Control.

a. Cost accounts are subsidiary to general ledger control accounts.

b. Expenditures are recorded in budgetary (allotment) accounts
which are also subsidiary to general ledger control accounts.

c. Agreement between the general ledger control accounts and the
related subsidiary accounts Is facilitated by the use of voucher forms
which provide for entries to the subsidiary accounts and the related
general ledger control accounts for each transaction. The same voucher
forms are used for transactions involving expenditures from the Re-
volving Fund, although no allotment accounting is maintained
therefor.

d. The descriptions of the general ledger accounts in Charts B and
C in Chapter 2 of this manual indicate the general ledger accounts for
which subsidiary accounts are maintained. Detailed cost account
definitions and accounting procedures for the Revolving Fund are con-
tained in Chapter 7 and, for project activities, in Chapter 8.

6-7. Contract Work.

a. Elements of Cost. The term “contract work” includes the fol-
lowing types of costs:

(1) Total gross contractor’s earnings, for engineering, design,
construction and major items of supply, which is the total amount
earned as disclosed by monthly or other periodic estimates of work
performed. It will include the estimated earnings in excess of a
continuing contract monetary limitation for work performed by the

6-4
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contractor, including interest thereon as depicted in the following
example:

Interest Computation Example on Unfunded Continuing Contract
Earnings:

Assume monthly contract payment normally made on the 15th of the
month.

Assume exhaustion of funds occurred when making payment on
ENG Form 93 for payment due June 1977. Total amount due was
$100,000. The amount funded and paid was $45, 000 and the amount
unfunded and unpaid was $55, 000. Additional ENG Forms 93 are
submitted in the amount of $125,000 for additional earnings to be paid
in July 1977 in the amount of $93, 000 for additional earnings to be
paid in August 1977, and in the amount of $140,000 for additional
earnings to be paid in September 1977.

Assume total payment is made on 10 October 1977.

Given that the U. S. Treasury semi-annual interest rates estab-
lished for the Renegotiation Board are 7-3/4% for 1 Jan 77 - 30 Jun 77
and 7-7/8% for 1 Jul 77 - 31 Dec 77.

Interest to be costed for the above example would be computed as
follows:

Jun 77 - $ 55,000 x 15/365 x 7-3/4% = $ 175.17
Jul 77 - $ 55,000 x 31/365 x 7-3/4% = 362.02
125,000 x 16/365 x 7-7/8% = 431.51
Aug 77 - $ 55,000 x 31/365 x 7-3/4% = 362.02
125,000 x 31/365 x 7-7/8% = 836.04
93,000 x 16/365 x 7-7/8% = 321.04
Sep 77 - $ 55,000 x 30/365 x 7-3/4% = 350.34
(125,000 + 93,000) x 30/365 x 7-7/8% = 1,411.03
140,000 x 15/365 x 7-7/8% = 453.08

Oct 77 - (Payment made on the 10th)
$ 55,000 x 10/365 x 7-3/4% = 116.78
(125,000 + 93,000 +140,000) x 10/365 x 7-7/8% = 772.40

(2) Materials and equipment furnished by the Government for in-
stallation or use by contractors, except that certain contracts for ma-
terials and equipment are included in (1) above, and value
engineering.

(3) Damages (actual or liquidated) assessed contractors for failure

to complete the contracted work within the time specified by the con-
tract.

6-4a (next page is 6-5) 6-7



ER 37-2-10
Change 47
30 Apr 82

(4) Supervi sion and adm nistration by governnment forces
applicable to work perfornmed by contractor.

b. Accounting for Contractors* Earnings. The gross
contractor*s earnings on each estimate of work perforned
(paynment estimate) will be distributed to the appropriate
feature, subfeature, etc., of work. This distribution wll be
made by engineers famliar with the work at the time the
estimate is prepared. The distribution will be reviewed in the
cost accounting section, for conformty wth prescribed
accounting classification, prior to entry in the cost
accounts.

C. Accounting for Damages Assessed Contractors. Pending
final determnation by the contracing officer of anmounts of
damages (actual or liquidated) assessed contractors for
failure to conplete the contracted work within the tine
specified by the contract, damages w thheld under terns of the
contract should be carried as accounts payable. Upon fina
determ nation, accounts payable will be |iquidated and damages
assessed will be credited to project cost accounts as follows
Under Ceneral Investigation and GCeneral Expenses account
structures, the damages will be recorded in a separate col umm
of the feature accounts, as applicable, and will be treated as
a reduction in the cost of supervision and admnistration
rather than as a reduction in contractor*s earnings. Separate
subfeatures are provided under accounts 30, 31, 235, 530, 619,
634, and 635 for such damages applicable to work perforned
under Construction, General; Flood Control and Coastal
Emer genci es; and Operations and Maintenance, Cener al
appropriations. In the latter instance, such damages will be
treated as a reduction in the supervision and adm ni stration
cost of the applicable project without further identification
to other feature accounts.

d. Cost Reinbursable Contracts. This type of contract is
used where the property owner perfornms the work in connection
with relocations of facilities, utilities, etc., with the cost
bei ng borne by the Governnent in whole or in part. Funds for
this type of work are included in the appropriation Con-
struction, General under "Relocations.” The cost incurred by
the property owner and reinbursed by the Governnent will be
mai nt ai ned the sanme as for construction contracts.

6-5 6- 7b
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6-8. Hired Labor Work. The term “hired labor work” includes the cost
of work performed by Government forces, such as labor cost, materials
and supplies used, value engineering, use of construction facilities by
those forces, etc., and supervision and administration applicable
thereto.

6-9. Forms used in cost accounting are generally described in the
paragraphs describing the accounting and reporting procedures. How-
ever, certain forms with their uses, particularly those involved in
various procedures, are described below:

a. ENG Form 2. Summary of Distribution of .... is used to sum-
marize basic data by accounts chargeable to be indicated in blank
column headings, the costs of labor, materials and supplies, services
of plant, and products and services of various facilities such as shops,
laboratories, reproduction plants, etc. ENG Form 2 will be summarized
on bureau vouchers or journal entries for posting to accounts.

b. ENG Form 17A., Cost Sheet-Miscellaneous, is an untitled ledger
sheet with 7 detail amount columns and a “total” or “Balance” column.
It Is used for all cost and income accounts except those for
which other special ledger sheets are specified.

c. ENG Form 3005, Bureau Voucher (Procurements). Instructions
covering the preparation, use and distribution of these bureau
vouchers are contained in Chapter 3. Those instructions require that
a copy of each such voucher be processed by the cost accounting section
in order to assure that all costs applicable to accounts for which
subsidiary cost ledgers are required in support of general ledger
accounts are promptly recorded.

d. ENG Form 3006 (For Cost Transfers). This form is furnished in
two numbers, 3006a for billing purposes, and 3006 for accrued ex-
penditure purposes. This form is provided for the purpose of effecting
cost transfers between civil projects and/or appropriations within the
same district, and which do not require the drawing of checks in
settlement thereof. ENG Form 3006a Is also provided to furnish infor-
mation for the preparation of bills against district military appropria-
tions, and bills to other government agencies, private parties, etc. (see
Chapter 4 for details concerning preparation, distribution and record-
ing). The forms also serve as a field office bill for services and/or
materials and supplies furnished by one field unit to another within
the same district. When utilized as a field office bill, the issuing field
office will prepare one ENG Form 3006 set and one ENG Form 3006a
set in original and three copies, retain a copy of the ENG Form 3006a
set only, and forward the originals and remaining copies of each set to
the receiving office. The issuing office will show on the ENG Form
3006a the appropriation, project and accounts to be credited and
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provide a conplete description of the articles or services being
billed and otherwi se conplete the form The receiving office wll
show on ENG For. 3006 the appropriation, project and accounts to
be debited, and otherw se conplete the formretain one copy of the
ENG Form 3006 for its files, and pronptly forward the originals
and the remaining two copies of each set to the district office
cost accounting section which will verify or correct the account
classifications and return one copy of ENG Form 3006a to the
issuing field office and one copy of ENG Form 3006 to the re-
ceiving field office with any adjustments in anpbunts or accounts
bei ng i ndi cated on each. The renmining original and copy of each
set will be processed and recorded, as prescribed in Chapter 4 for
such forms when prepared in the district office.

e. ENG Form 3007, Journal Entry, is provided for the purpose
of making transfer entries between accounts within a single
project or within the Revolving Fund. For exanple, this formis
t he posting nmedi um summary of Form No. 2(Costs) to record the
i ssue of articles fromwarehouse stock to a plant operation
account, both accounts being carried under the Revolving Fund. It
is also used to effect distributions of project distributive costs
to feature, subfeature, and other account.. General Journals, by
appropriation, nmay be maintained for recordi ng ENG Forns 3007 and
3009 (par g below), and nonthly posting of sumary totals may be
made directly therefromto the general |edger accounts rather than
from each such separate form

f. Continuation Sheet. ENG Form 3008, Continuati on Sheet
(Bureau Voucher or Journal Entry) is provided for use where needed
as a continuation for Bureau Vouchers or Journal Entries.

g. ENG Form 3009. Journal Entry (Depreciation. Insurance and
Pl ant Repl acenent) is provided to reduce to a mnimumthe work
i nvol ved in the preparation of posting nedia for distribution of
depreci ation, insurance and plant replacenent charges. The net hod
best adapted to the itemor plant group will be used. The col ums
are sel f-explanatory.

6-10 Work Order Cost Accounting Procedures. a. General . The
wor k order cost accounting system provides a neans for authoriza-
tion to performspecific work in accordance with approved budget
programs and to specify the accounts and subaccounts for which
costs thereof will be recorded. Wrk orders are used in connec-
tion with construction and rehabilitation activities, emergency
activities, operation and mai ntenance) general invest
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gations, general expense features and subfeatures, and rei nmbursable work
for others. Each work order will be approved by the District Engineer or
hi s designated representative prior to comencenent of the work

descri bed therein. ENG Form 3013, Work Order/ Conpl etion Report, will be
used for Revolving Fund activities (acquisitions and retire-neats of
non- expendabl e property, reinbursable work for others) unless 1. the

opi nion of the District and/or Division Engineer other docunents
adequately serve the purposes of sound internal control

b. Forns to be used.

(1) Work order:

(a) Work Order/ Conpletion Report, ENG Form 3013.

(b) Detailed Project Schedule (PB2a.), 3WForm 2201a, for
construction.

(c) Detailed Project Schedul e (PB4a), ENG Form 2203a, for
operation and mai nt enance.

(d) Study Program Schedul e (PB5a), ENG Form 2205a, for
general investigations.

(e) GCeneral Expense Schedul e (PB7), ENG Form 2206.

(f) Planning Schedul e (PB2b), ENG Form 2213.

(2) Work order cost account:

(a) Work Order Cost Account, 3W Form 3012.
(b) M scell aneous cost account, Form No. 17A(Costs).

(3) Work order forms fur shop work may be designed and reproduced
| ocal ly. Each such form mat include provision for the foll ow ng:
(a) Description of the work to he done.
(b) Account or accounts chargeabl e.
(c) Estimated cost.
(d) Estimated conpletion date.
(e) Signature of official authorizing the work to be done.

c. Wirk order forms —qgeneral. (1) Copies of the ENG Forms listed in

b(l), above, will he used as work orders for project construction
emergency activities, operation and maintenance general investigation
general expense and planning. They will be used for initial annua

aut horizations for I bs work and for interimrevisions requiring the
approved of higher authority. \Wen allotnments and apportionnents are not
received at tie beginning of a fiscal year, work initiated in the prior
year may be continued in the current fiscal year under tie specific
authority published at that tine; preparation of special ENG Forns 3013
for this purpose is not required.

(2) ENG Form 3013 will be used to supplenment or nodify an
approved annual PB schedule to authorize necessary subaccounts bel ow t he
| evel of features and subfeatures identified in the schedules, or to
make m nor revisions not requiring subm ssions of revised PB schedul es
for approval

6- 10b 8
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(3) Cross-referencing successive work orders. In order to assure con-
tinuity of work order authorizations, each work order revision or
suppl enent of an annual programwi |l be cross-referenced with the annua
program or a previous revision or supplement thereto in that fiscal year

d. Work orders on ENG Form 3013. (1) The work covered by the work order
will be within the scope of the approved annual program

(2) The work order will be submitted by a qualified enployee of the
technical division in control of the work

(3) The work order will be approved by the District Engineer or his
desi gnated representative prior to the date on which actual work is to be
started.

(4) A copy of the approved work order will be furnished to the cost
accounting section as the basis for the establishment of necessary
accounts. If ENG Form 3013 is not utilized for Revolving Fund activities,
internal procedures will require pronpt notification to the cost accounting
section of all authorizations.

(5) Not nore than one shop job will be covered by any work order

(6) Work orders on ENG Form 3013 will be prepared to show separately
estimates for hired | abor work and for contract work and will be Shown in
the detail for which actual costs are to be nmmintained.

(7) For work orders for jobs which extend over nore than one fisca
year, the total unit of the work order will be broken down to show the
present estimated cost, the cost to the end of the previous fiscal year
the total estinmated cost for the current fiscal year, and the estinmted
bal ance to conpl ete.

(8) Work Order/Conpletion Report ENG Form 3013 will be finalized
by reporting the actual quantities and cost of physically conpleted
items. In addition to being a reference docunment for cost and statistica
purposes, this report will serve as the supporting docunent for
transferring costs fromthe “Construction Wrk in Progress” account to the
appropriate “Plant in Service” account. Transfers from “Construction Wrk,
in Progress” account to “Plant in Service” will be effected on the basis of
i nformati on contained in conpletion reports and in conformance with the
provi si ons of paragraphs 8-4h and 8-7c. The conpleted report will also be
used as the basis for billing other agencies when a job of reinbursable
work is conpleted. The preparation of this report is the joint
responsibility of the engineer in charge of the work, and cost accounting
section. The engineer in charge of the work will conplete total quantities,
sign the statenent as to physical conpletion of the work and forward the
formto the Finance and Accounting Branch for conpletion of actual cost and
unit cost data.

9 6- 10c( 3)
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e. Wrk Order Wirk Categories, ENG Form 3012. Separate Wrk
Order work categories will be maintained on ENG Form 3012 for
each category of construction or rehabilitation work authorized
in a wrk order. Colums are provided on this formfor
contractors' earnings or hired | abor, Governnent furnished
materials, construction facilities and indirect costs. [If work
within a work category is performed by nore than one contractor,
ENG Form 3012 may, at the discretion of the District Commander,
be suppl enented by | edger sheet, Form 17A (Costs) on which the
bl ank colums could be utilized to record the earnings of each

contractor. If a contractor perfornms work, the cost of which is
chargeable to nore than one work category the contractor's
earnings will be allocated directly to the appropriate work
category. In the case of work orders covering hired | abor work,
only one Wrk Oder work category, ENG Form 3012, will be

mai nt ai ned, on which the blank colum w |l be headed "Hired
Labor ™.

f. Mscellaneous Cost Accounts, Form No. 17A (Costs), will be
used to record work order costs for which columar headi ngs on
ENG Form 3012 are not suitable, such as for: |ands and danages,
operation and ordi nary nai ntenance, general investigations,
general expense, acquisitions and retirenments of nonexpendabl e
Revol vi ng Fund property, reinbursable work, and shop work.

6-11. Labor Cost Accounting Procedures.

a. Tine and | abor cost reporting.

(I') Forms. Labor includes the cost of all personal services
of Government enployees utilized for the acconplishnent of an

itemof work. The source of all information regarding | abor cost
is the authorized daily or biweekly |abor cost reports. Daily
| abor reports will be utilized for activities as the District

Commander deens desirable. Enployees Daily Labor Report, Form No.
| (Costs), is for use in machine shops, boat yards, etc. Daily
Labor Report No. | A (Costs) is for use in other activities where
a daily labor report is required. Wen daily |abor reports are
not required, biweekly tinme and attendance reports, such as ENG
Forms Nos. 1300, 1300a, 1301 and 1301a, or biweekly |abor cost
report, ENG Form 1301-B, will be used. ENG Forns Nos. 1300 and
1300a are used for groups of enployees where the tinme worked is
chargeable to a limted nunber of generally unvarying cost
accounts. ENG Fornms Nos. 1301, 130l1a, and 1301-B are used where
personnel are engaged on nunerous jobs during the period. Wen
the prescribed daily or biweekly |labor reports are used, it is
al so necessary to prepare, for payroll purposes, a biweekly tine
and attendance report covering the payroll period.

6- 10 6-11b
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(2) Inspection. Were the daily |abor report is used, field
i nspectors or tinekeepers will nake sufficient visits to the work
each day to insure conpl eteness and accuracy of the daily | abor
reports made out and submitted by foreman and others. For m nor
projects, frequent inspections of field records will be made by a
representative fromthe district office, preferably a cost
accountant. Wthout this assistance, forenmen unacquainted with
cost accounting nethods rmay not be able to properly segregate and
distribute the time to work perforned under their direction and
t hey should be instructed to cooperate to the fullest extent with
such representatives in the proper keeping of records and
rendi tion of reports.

(3) Units of time worked - Direct Charging Rule. The CEFMS
Ti mekeepi ng system permts input of |abor hours in 15 mnute
increnents, as required for payroll purposes. Labor hours are
costed to work itens exactly as conputed in the tinmekeeping
system Hours should be posted at the end of the day with
cunul ative tinme spent on each activity cal cul ated as accurately
as possible to the nearest 15 mnute interval. Increnments of
time do not have to be consecutive to be charged to a single
activity or project.

b. Methods of Determ ning Labor Cost Rates. Enpl oyees of
division and district offices having civil or civil and mlitary

work will be paid initially fromthe Revolving Fund. The Labor
and Paryroll account will be charged with the gross earnings of
t hese enpl oyees and credited with | abor costs distributed. Labor
costs applicable to civilian enployees will be determ ned by one

of the follow ng nethods:

(1) Actual Pay Method. Under this nethod, the | abor cost
rates are equivalent to the actual pay rates and the | abor costs
distributed for each pay period equal the anount of the gross
earnings. This nethod is applicable to the services of (a)
enpl oyees not entitled to annual or sick |eave, (b) other
enpl oyees entitled to | eave with pay but who are transferred to
district rolls for pay purposes only, e.g., AFRCE or for
tenporary purposes such as care and custody of excess mlitary
i nstal |l ati ons pendi ng di sposal, and (c) consultants. Governnent
contributions (personnel benefits) for this class of enployees
wi |l be handl ed as indicated in paragraph 7-22k(2).

(2) Effective Time Method. Under this nethod, the |abor
cost rates for the regular tour of duty consist of actual pay
rates increased to include a factor for all |eave with pay. Labor
costs for night differential, overtine and holiday pay are
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conputed at the actual pay rates. CGovernnent contributions
(personnel benefits) for this class of enployees will be handl ed
as indicated in paragraph 7-22k(1). This nmethod is applicable to
the services of enployees entitled to | eave with pay except as
provi ded i n subparagraph (1) above. The effective tine nethod
provi des the means to:

(a) Charge cost accounts for tinme actually worked at a rate
which will absorb the amount of pay for annual and shore | eave
accrued, sick or other |eave taken, holidays, admnistrative
| eave al | owed, severance pay entitlenent, and continuation pay
for traumatic job-related injuries.

(b) Accunul ate a bal ance in the Labor and Payroll account to

approxi mate the nonetary val ue of annual and shore | eave due
enpl oyees under the effective tine nethod.

6-11a (next page is 6-12)
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(c) When enployees receive cost of |I|iving allowance
(COLA) it is necessary to conmpute the COLA on the effective
pay rate. This provides the reserve to which the | abor cost
I's absorbed when the enployee is on | eave.

(3) Average Rates, for Groups of Enployees. Under this
met hod, an average effective time hourly rate is established
and used for costing | abor of enployees engaged in a comon
activity such as shops, floating plant, executive, advisory
and adm nistrative functions. Equitable costing as well as
econony are prerequisites for use of the average effective
| abor rate method.

c. Procedure for Determ ning Labor Costs by Effective

Time Met hod.

(1) In January and June of each year the M ssouri River
Di vision (MED) Central Payroll Office will conpute the nunber
of effective working days and an effective rate for each FOA
The FOA may nodify this rate for known factors such as | arge
over/under distributed balances in the “Accrued Leave”
account. The basis for the conputation is shown in appendi X
6-A-1. A sanple of the Central Payroll Office report which
will be furnished to each FOA is shown in appendix 6-3-1
Appendi x 6-C-I is COEM S Software Note Nunber S-039, which
descri bes how the effective time rate and the Governnent
contribution rate will be included as the effective rate
factor in the COEM S Personnel (PA) Data Base 502 District
Record. The cost of overtinme, night differential, and holiday
time worked will be costed at the actual amount of additional
pay earned as converted to a percentage of base pay.

(2) Care will be exercised to assure that all tinme worked
is properly distributed. When effective time rates are used
only noneffective time costs will be absorbed through the

“Accrued Leave” account. The actual noney val ue of annual and
shore | eave accrued but not taken by enployees subject to
effective time rates is the sum of the products
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obtained by nmultiplying the straight tinme hourly pay rate for each
such enpl oyee by the nunber of annual and shore | eave hours accrued
to himas shown by the two official |eave records. Review of
effective tine |abor rates, to be acconplished in January of each
year, as described in (1) above, will include a conparison of
actual nonetary value of annual and shore | eave carried forward to
the new | eave year with the 31 Decenber bal ance of general | edger
account 345. This conparison usually will require sone

i nterpol ation of data since the end of the | eave year sel dom

coi ncides exactly with the end of the cal endar year. However, it
will not be necessary to actually adjust G. 345 to record the
interpolated data. In the event that a variance of over five
percent (5% is revealed (over or under) by conparison, action wll
be taken to adjust the accrued | eave account bal ance (GL 345)
through revision of rates utilized in the current cal endar year for
effective | abor costs. This will be acconplished through adjusting
the effective time | abor cost rates by dividing the annual salary
by a smaller or |arger nunber of days than the average nunber of

ef fective working days. Actual value of annual and shore | eave as
of end of |ast conplete pay period ending in June, conputed as
above, will be conpared with bal ance of account 345 as of 30 June
each year. Should this conparison reveal an undesirable trend in
the account, rates will be adjusted by a percentage increase or
decrease to keep within the 5% tol erance at end of current |eave
year. The effective | abor cost rates will be applied uniformy to
all work performed by all enployees whose tine is charged at
effective tine rates, whether it be civil work, mlitary work, or
wor k rei mbursabl e from agenci es outside the Corps of ENngi neers.

(3) Transfers of Accrued Leave.

* (a) Wien an enpl oyee is transferred between offices for which
accrued | eave accounts are naintai ned under the Revol ving Fund, the
val ue of accrued annual and shore | eave due the enployee will be
transferred. The value will be conmputed by multiplying the hours
of annual and shore | eave transferred by the hourly payroll earning
rate in effect for the enployee at the tinme of transfer out. The
Fi nance and Accounting Oficer of the transferor office will obtain
notices of such enpl oyee transfers fromthe Cvilian Personne
Oficer. *
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(b) To insure current recording of Ilike amunts by the offices
i nvol ved, the transferor office will forward to the transferee office, at

time of transfer, a copy of ENG Form 4480 (COEM S-Accounting Entry/-
Ref erence Docunent) reflecting the entries for the value of |eave
transferred out. The transferee office will, in turn, send to the trans- *
feror office, as confirmation, a copy of Journal Entry reflecting entries
for the value of leave transferred in. In case of disagreement between the
two entries or the non-receipt of the confirmation copy within thirty days
following the transfer, the transferor office will initiate such action as
may be necessary.

(4) Transfers of Severance Pay Entitlenents. VWhen project work
(either Civil or Mlitary funded) is transferred between FOAs whi ch have
accrued leave transferred as nentioned in para 6-11c(3)(a), above,

severance pay entitlements for enployees identified therewith will be
transferred to the accrued |eave account of the gaining office. Such *
amounts will be transferred fromthe losing to the gaining district by use

of ENG Form 4480, reflecting a |list of personnel and amount of entitlenents
for each. Procedures for current recording and confirmation of such
transfers will be sane as provided for accrued | eave transfers in para 6-
[1c(3)(b). Procedures for recording gross ‘entitlements to severance pay are
contained in para 4-12. Upon term nation of severance payments prior to
liquidation of the gross entitlement, losing district will process any
necessary adjustment with gaining district through use of ENG 4480.

d. Paynment of payrolls and general disposition of |abor costs.
Enpl oyees will be initially paid fromthe Revol ving Fund. Labor costs will
be determ ned in accordance with subpara b above and will be di sposed of as
i ndi cated bel ow.

(1) Division Enployees. (a) All |abor costs will be charged to the
appropriate accounts or the division office. Wen division enpl oyees perform
services chargeable directly to a project, district, or other agency or
appropriation, the reinbursable |abor charge for such service wll be
credited to the division office expense accounts to which the costs of the
services were originally charged.
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(b) Employees of division laboratories will be paid from the Re-
volving Fund of the district performing accounting service for the
division office. Division laboratories will be operated as Revolving Fund
activities, and costs of labor will be determined by the effective time
method.

(2) District Employees.

(a) District employees labor costs should be charged to their
organizational activity account to reflect the cost of performing the
assigned function of that activity. However, when employees are
temporarily working under the supervision of another organization their
costs should be charged to the organizational activity account of the
activity performing the supervision. Employees temporarily assigned
(loaned) between districts or to another agency will be charged to
account 459. 97 instead of their normal organizational activity account.

1 District Office. The 460 account Includes labor costs incurred in
the performance of the district office function. Costs chargeable to area
office, job-site, or specific activities such as, laboratories, garage, shop
and yards, etc., will be charged directly to those accounts.

2 Area Office. The 464 account includes labor costs incurred in the
performance of the area office(s). Costs directly related to projects under
the supervision of the area office are credited to the area office account
and charged to appropriate project. S&A (465) account, or other
Revolving Fund expense, deferred or asset account.

3 Job-Site. Labor costs of employees assigned to a military or civil
project and not under an area office supervision will be charged to the
458 account. Distribution will be credited to this account and charged
to appropriate project, S&A (465) account, or other Revolving Fund
expense, deferred or asset account.

4 Specific activities (i. e.. plant, warehouse, and shop and facility
accounts). Labor costs of employees assigned to a specific activity will
be charged directly to the specific activity instead of the 458. 460, or 464
account.

(b) The costs of services of key floating plant employees re-
tained at their floating plant pay rates during plant lay-up periods
and assigned temporarily to other than their normal duties will be
accounted for as follows: The account representing the temporary
assignment will be charged the normal rate of labor cost for that
assignment; the actual labor cost in excess thereof will be charged to a
deferred account established therefor, and subsequently ap-
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plied to work performed by the plant during the following operating
season. Such charge -offs from the deferred account will be entered in
the applicable plant operating expense accounts.

(3) Civil Service Retirement (CSR), Social Security Taxes (FICA).

Employees Life Insurance (EUF), and Federal Employees Health
Benefits (EHBF). See paragraph 6-20 and Chapter 7 for treatment of
these Government contributions.

(4) PCS House Hunting Trips. The regular duty time of an em-
ployee while on an advance house hunting trip will b reported as duty
time to the extent authorized by PCS orders. Since the maximum period
which may be authorized for a house hunting trip. including travel time,
Is six calendar days. charge to duty time will never exceed five days.
Regular duty time in excess of that authorized will be charged to annual
leave or leave without pay as appropriate.

e. Labor Cost Distribution.

(1) Summarization of Labor Costs. All labor costs initially de-
termined from information on indlvidual time reports will be (and for
group time reports, may be) summarized by account numbers
chargeable, on Summary of Distribution of Labor Charges. Form No. 2
(Costs), or other suitable form, and posted to applicable accounts not
less frequently than monthly.

(2) Vouchering Labor Costs.

(a) In accounting for labor costs, Bureau Voucher ENG Form
3006, and Journal Entry, ENG Form 3007, will be used for posting
media as appropriate. ENG Form 3007 wlll be used to credit “Ac-
crued Leave’ (GL 345) and charge Revolving Fund accounts. When
billing action can be accomplished immediately, ENG Form 3006a will
be used to credit “Sales’ (GL 401. -) and charge “Accounts Re-
ceivable” (GL 313). ENG Form 3007 will be used when labor costs
are to be applied
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to work in progress (GL 317) and agai nst advances (GL 343). Distribution
to civil project accounts will be made on ENS Form 3006 or ENG Form 3007,
as appropriate.

(b) In cases where there are deductions from enpl oyees* pay for such
items as subsistence, quarters, utilities furnished or property |osses and
damages, the debit to “Accrued Leave” and the credit to “Funds wth
Treasury,” or to “Accounts Payable” on ENG Form 3007 prepared in
accordance with subparas 4-12b(1) and (2), respectively, wll be the
anount of the gross earnings |ess such deductions. In preparing the
accounting entries for |abor cost distribution on ENG Form 3006, 3006a and
3007, the “Accrued Leave account will be debited with the amounts of these
deductions as gross earnings, and the appropriate accounts representing
i ncome for the services furnished, and for the property |ost or danage
sustained, will be credited.

f. Estimated | abor costs for inconplete a periods at end of nonth.
(1) Except where the daily |labor report is used as the basis for distri-
buting | abor cost, such costs for inconplete pay periods at nmonth end will
be estimated, and these estimated costs will be taken into consideration
in the following month in recording actual |abor costs for the full pay
period. Either of the methods described bel ow may be followed in distri-
buti ng such estimated | abor costs:

(a) On the sane formused for conmputing (or summari zing) the actua
| abor cost distribution for the last full pay period of the nobnth, show
also the estinmated cost distribution for the partial pay period to the end
of the nonth, and the total of both will be distributed to the accounts.
Reverse the estimated cost distribution on the summary form when maki ng
the distribution for the following full pay period, and the net difference
will be distributed to the accounts.

(b) Separately schedule the estimated cost distribution for the
partial pay period to the end of the nonth and distribute to the accounts.
In the following nonth, either reverse the costs so distributed, or (as in
(1) above) deduct the estimates fromthe distribution for the actual costs
for the following full pay period and distribute the net difference to the
accounts.

(c¢) Under any nethod outlined above, the estinated | abor earnings for
periods estimated will also be entered in the accounts for the period, and
reversed in the accounts for the follow ng period.

(2) Estimated civil job-site labor costs accrued to the end of the
nonth will be charged to the applicable accounts for the work,
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if significant in amount; otherwi se such costs will be charged to the
“Undi stributed Job-Site Labor” account of the applicable project. (See
par agr aph 6-15h).

g. Shore |eave earned. The cost of shore | eave earned will be charged
to the operation account of the vessel and credited to Accrued Leave
account. The cost of shore |eave is the product of the nunber of hours of
shore leave earned times the hourly effective tine rate. Shore |eave
earned will be reported not |less frequently than nonthly to the Finance
and Accounting O ficer either on the |abor cost report or by other
conveni ent neans.

6-12. Materials and supplies cost accounting procedures. Fromthe view
poi nt of cost accounting, materials are articles which through manufac-
turing, construction and mai ntenance processes becone integral parts of
finished products or structures. Supplies are articles which, when applied
to the uses to which adapted are consunmed but do not becone integral parts
of finished products or structures.

a. Sources of cost data for materials and supplies include docunents
such as the follow ng:

(1) Receiving Report, ENG Form 3051, supporting ENG Form 3005 for
articles procured whether for stock or directly chargeable to other
accounts.

(2) Requisition on Warehouseman, ENG Form 3059, for articles issued
from st ock.

(3) Property Disposition Voucher, ENG Form 3061, for articles trans-
ferred, sold, lost, etc.

(4) Bureau Voucher, ENG Form 3006, for transfers of articles between
projects or between the Revol ving Fund and a project.

(5) Journal Entry, ENG Form 3007, for transfers of articles between
cost accounts within the accounts of a project, or of the Revol ving Fund,
i.e., not requiring a payment or transfer of funds.

(6) Form No. 2 (Costs), sunmary of warehouse operating expense as a
portion of the costs of materials and supplies handl ed by warehouse
enpl oyees.

b. Warehouse stock records. Only those articles carried as stock and

recorded on stock record cards will be covered by a stock account.
Articles chargeable directly to other accounts although delivered to the
war ehouse as a matter of economy will not be covered by a stock account.

War ehouse Stock (lnventory) Record Cards, ENG Form 3055, supports cost
accounts 480-, 41 and 641. (See ER 735-1-1.)
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c. Inventories of stocks of nmmterials and supplies. Conplete
provi sions for stock inventorying are contained in Chapter 9, and ER 735-
1-1.

d. ENG Form 4-R Minthly Report of Receipt and Issue of Materials and
Supplies). Use of this formis covered in Chapter 7.

e. Cost accounting for warehouse operating expenses.

(1) Warehouse operating expenses include all costs involved in the
recei pt, storage, issue and recording of warehouse stock, including the
cost of freight inward on warehouse stock where it is inpracticable to
include the freight as part of the acquisition cost of the stock. It also
i ncl udes all warehouse operating costs involved in the handling, etc., of
materials and supplies received, inspected and delivered when directly
chargeable to other activities than stock accounts. WArehouse operating
expense will be distributed to accounts chargeable with i ssues from stock
and with direct procurements as percentages of the cost of stock issued or
procurenent value of the articles handl ed. A separate equitable rate of
appl i ed war ehouse operating expense will be utilized for articles charged
directly to activities upon procurenent because of the differing anount of
total effort expended for such itenms as conpared to stock itens.
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(2) Forms No. 2 (Costs) will be used to summarize both the anpunts of
i ssues from stock and of direct procurements, and to apply warehouse
operating expense as a part of materials and supplies cost.

(a) Issues from stock. Total the ampunts listed for each account
Comput e and add the percentage for warehouse operating expense. The result
is the grand total cost of stock issues to the accounts chargeable
therefor, to be distributed by the use of ENG Form 3006 or 3007, as
appl i cabl e.

(b) Direct procurenents. Total the amounts listed for each account
chargeabl e. Conmpute the percentage for warehouse operating expense. The
anounts of these percentages are the additional costs to the accounts
chargeabl e for materials and supplies handl ed by warehouse personnel, to
be distributed by the use of ENG Form 3006 or 3007, as appropriate.

(3) Inspection of materials and supplies. Only the inspection of
articles by warehouse enployees is chargeable to warehouse operating
expense. Costs of inspection of an article received at a warehouse, for
stock or otherw se, by other than warehouse enpl oyees is chargeabl e either
to the account to which the article Is charged, If the cost of the
I nspection is substantial or significant, or to the expense account to
whi ch the inspector*s tine is usually charged.

(4) Cash discounts, and any m nor adjustments on purchases of stock
that will not distort the unit cost of stock articles, will be credited or
charged to the appropriate warehouse operating expense account.

f. Spare parts procured for items of equipnent under the sane
contracts as or procurenment of the equi pnment, such as gates, turbines and
generators, will be charged to the accounts charged with the equi pnent.
The cost of replacenent in kind of these capitalized spare parts will be
charged to operating accounts when acquired.

6-13. Plant and equi pnent cost accounting procedures. a. The costs of
pl ant operation cover the costs of the services of plant enployed on cost
of operating and mai ntaining plant constitutes an inportant factor in the
determ nation of the total cost of the specific work on which the plant is
enpl oyed. The nethods of mmintaining plant operating expense accounts and
appl yi ng the expenses to work itens are explained in Chapter 7.
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b. Small tools and equipnent include all mscellaneous tools and
equi pnent chargeabl e to work, but which do not forma direct and integral
part of the unit of work. The accounting treatnment for small tools and
equi prrent is explained in Chapter 7. Transfers of tools and equi prent
bet ween projects or between the Revol ving Fund and projects are accounted
for at apprai sed depreciated val ues.

c. Plant Performance Reports.

(1) The following forns have been designed for use in subnitting
daily or periodic reports to the cost accounting section relative to the
operating performance of plant:

(a) ENG Form 27 (Report of Operations - Hopper Dredges).

(b) ENG Form 3735 (Mnthly Report of Operations - Sidecasting
Dr edge) .

(c) ENG Form 4267 (Report of Operations - Pipeline, Dipper or Bucket
Dr edges) .

(d) ENG Form 30 (Report of Subaqueours Drilling Operations) exclusive
of small or inprovised drill boats used for test borings, etc.

(e) (Rescinded.)

(2) ENG Form25 (Time Distribution of Plant) filled In to the extent

applicable, or other form which will wore satisfactorily neet |[ocal
requi renents, will be used in submitting reports to the cost accounting
section relative to the operating performance of |and plant or group itens
of floating plant. ENG Form 2 (Summary of Distribution of ...) show ng

m | eage or tine in use, as applicable, together with accounts chargeabl e.
should normal |y nmeet the requirenents of the cost accounting section for
cost distributrion purposes.

(3) ENG Form 4566 (CGeneral Purpose Standard Rate Input Fornm) will be
used for the standard rate automatic distribution of plant and facility
accounts.

6-14. Real Estate Acquisition Cost Accounting Procedures. To assure
consi stency of cost reporting and scheduling of real estate acquisitions,
pertinent ENG Forms 3005 will be prepared and recorded in the accounts at
the tinme specified bel ow

a. Acquisition by Direct Purchase (fee, easenents and |esser inter-
ests). Immediately upon acceptance of the option by the contracting
of ficer, and acceptance of transfer from another Government agency for
those transfers requiring rei mbursenent.
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b. Acquisition by Condemation - Declaration of Taking
(fee, easenents and | esser interests) - at the tine check is
required to be drawn for the Cerk of the U S. Court.

c. Acquisition by Condemation - Conplaint and Order of
Possessi on without a Declaration of Taking (Fee, easenents and
| esser interests) - at the tine check is required to be drawn for
the Cerk of the U S. District Court for settlement by
stipulation or judgnent.

d. Deficiency Judgnent Paynents - at the tinme the check, in
satisfaction of the judgnent is required to be drawn for the
Clerk of the U S. Court.

6-15 Accounting for Undistributed Itens.

a. Ceneral. It is obviously desirable, so far as possi bl e,
to make direct charges to the accounts for work conponents, so as
to minimze the accunul ation of undistributed itens requiring
| ater distribution on sone equitable basis. This requires of the
proj ect manager a certain anount of discretion, as well as a
t hor ough knowl edge of the work in progress. The detai
accounting treatnments of distributive costs are discussed in
Chapters 8, 16, 22, 24, 26, 30 and 31. Sone of the itens for
whi ch separate work itens are prescribed are |listed and di scussed
general |y bel ow

Construction facilities.

Unappl i ed paynents to contractors.

Qperati on and mai nt enance of construction facilities.
OQperati on and nmai nt enance expense during construction.
St ocks of materials and suppli es.

Unappl i ed advances for accrued costs.

Undi stributed job-site |abor.

District (general) overhead.

Area office overhead.

Project office overhead.

QOOO~NOUIRARWNE
o o e e e

~
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Construction facilities include such itens as

proj ect-owned construction plant, tools and equi pnent; and

proj ect-owned tenporary facilities required for construction of
the project and nornmally di sposed of follow ng construction,

i ncluding office buildings, shops, warehouses, storage yards,

wat er wor ks and sewage di sposal and comruni cations systens. A
work itemw ||l be maintained for each itemor group of like itens
of construction facilities, which will reflect the first cost,
additions, retirenments, accunul ated depreciation and
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undepreci ated value. A work itemw |l be nmaintained for
recording the costs of nobilization and denobilization of
construction of additions, retirements, accumul ated depreciation
and plant, tools and equi pnment, the anortization thereof, and the
unanorti zed bal ance; or a separate subaccount
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may be maintained for any itemof plant if deemed essential In order to
allocate or distribute the anortization to particular project features
or subfractures Al so, where appropriate, a sinmilar account or accounts
will be maintained for recording the coats of transfer of tenporary
facilities to the project and preparation for renoval therefrom
General |y, depreciation of construction plant will be charged nonthly,
and aepreciation of tenporary facilities and anortization of costs
relating thereto will be charged annually to appropriate accounts for
operation end mai nt enance of construction facilities. Generally,

depreci ation of tools and equi pnent, and anortization of the coats of
nmobi | i zati on and denobilization of construction plant, tools and

equi prent will be allocated or prorated annually to project features or
subf eat ur es.

c. Unapplied paynents to contractors includes payments to
contractors in advance of the perfornmance of work or service. Exanples
are paynents to a construction contractor as advances for materials
delivered to a project, the ampbunts of such advances to be adjusted as
the materials are incorporated in the work; and paynents to owners of
utility lines constructed to furnish service to projects. In the latter
exanpl e, the entire paynent ny be re—-couped by reductions in bills for
utility service, or a portion only nmy be so recouped. Separate
subaccounts wi |l be maintained for each contractor, and, in the case of
each utility conpany, for each method of anortization of the paynent.
Payment. to the utility conpanies which will not be recouped will be
anortized to "Mintenance and Operation - Tenporary Construction
Facilities recoupable anbunts will be anortized to the accounts
chargeable with the utility service.

d. Operation and Maintenance of Construction Facilities Accounts
will be maintained for recording the costs of depreciation and all other
casts of m ntenance and operation of each itemor group of like itens of
proj ect-owned construction plant that are chargeable to specific project
features and subfeatures on the basis of units of work perforned or days
of use. Other accounts will be maintained for recording the casts of
depreci ati on, mai ntenance, and operation of tenporary construction
facilities, and, for applicable suck facilities, the anortization of
costs of transfers to and preparation for renoval fromthe project , and
of anortization of the unrecoupable portions of unapplied paynents to
contractors for construction of utility lines. to the project. Corre-

sponding credit accounts will be established no appropriate for
recording receipts frommales of services creditable to M scell aneous
Recei pts. Al so, corresponding credit accounts will be established for

recordi ng both sales, the receipts fromwhich are creditable to project
funds and distributions of the net costs of operation and nai ntenance.
Distributions of the not cost relating to construction pleat wll
usual |y be made nonthly as direct costs of project features and
subfeatures; while the nmet costs relating to tenporary construction
facilities will usually be allocated or prorated annually throughout
their use to applicable feature, subfeature or other accounts.
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e. Qperation and Maintenance of Permanent Project Facilities During
Construction. Permanent facilities such as residences, warehouses,
utilities, etc., intended for subsequent use in connection with opera-
tion and nmai ntenance of the conpleted project, which are utilized for
construction purposes during the construction period are regarded as
conponents of the conpleted project and not as construction facilities.
Accordingly, the only distributive costs in connection therewith during
construction are the actual coats of operation and nmai ntenance. Such
di stributive costs are accounted for as “Operati on and Mai ntenance Ex-
pense During Construction,” as explained in Chapter 8.

f. Stocks of Materials and Supplies procured with project funds
will be accounted for sinilarly as for those procured with the Revol ving
Fund.

g. Unapplied Advances for Accrued Costs. |In order to nmeet deadlines
establ i shed for subm ssion of nonthly Report on Status of
Appropriations, ENG Form 3011A, it may be necessary in sonme instances to
process billings, determ ned on an estinmated basis, between projects, or
fromthe Revolving Fund to projects, for costs accrued to the end of the
nonth for services rendered or materials and supplies furnished. For
this purpose the account “Unapplied Advances for Accrued Costs” is
i ncl uded anong the cost accounts. Details of procedure for accounting
for these costs are as follows:

(1) Bureau Vouchers, ENG Form 3006, will be prepared for the esti-
mat ed accrued cost distributions, entered in the appropriate registers
and posted to the accounts in the sane manner as for other accrued ex-
pendi ture and accrued incone transactions, except that entry is made in
“Unappl i ed Advances for Accrued Coats” accounts instead of directly to
cost and income accounts.

(2) Upon the later determ nation of the accrued costs on an actua

cost basis, Journal Entry, ENG Form 3007, will be processed to credit
i ncome accounts and debit the advance account anobng the creditor ac-
counts: and anot her 3MG Form 3007 will be used to debit the individua

cost accounts and credit the advance account anong the debtor accounts.

(3) The bal ances in the advance accounts may be cl osed out by use
of ENG Form 3006 as of the beginning of the followi ng nonth, or they may
remai n open and be taken into consideration as adjustments in billing
during the nonth.

h. Undistributed Job-site Labor Costa. For those projects for which
it may be considered inpracticable to distribute to the feature or other
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work itens the total estimated job-site |abor costs accrued to
the end of the nonth, such undistributed portion will be charged
to "Undistributed Job-Site Labor™ account. The estimted costs
accrued to the end of the nonth and charged to either individual
projects work itens or to "Undistributed Job-Site Labor"™ work
itens are adjusted or cleared by deducting themfromthe actual

| abor costs summarized for the first full pay periods ending in
the follow ng nonth, as explained in paragraph 6-11f.

i. District Overhead Costs. General and Adm nistrative
Over head and Departnental Overhead determ ned and distributed in

accordance with Chapters 22 and 24, will be charged to al
projects, including support for others projects (reinbursable
work). District overhead billed to civil projects will be charged

to the appropriate "Supervision and Adm nistration” cost work
category prescribed in Chapter 8.

j. Area/Resident Ofice Overhead Costs. Areal/ Resident
O fice overhead costs include all expenses of operating an
areal/resident office, which cannot be definitely and accurately
all ocated to specific itens of work. Such costs will be
distributed to the work supervised in accordance with the
provi sions of Chapter 26 and recorded in the appropriate
"Supervi sion and Adm ni stration” cost work category as prescribed
in Chapter 8.

k. Project Ofice Cost. Project Ofice costs are a part of
the costs of "Supervision and Adm nistration,” and will be
recorded in the appropriate "Supervision and Adm ni stration” cost
wor k category prescribed in Chapter 8.

| . lnsurance. Details concerning the Revolving Fund
"I nsurance” work itemis contained in Chapter 15.

m  RESCI NDED.

6- 16. Safequarding, Security Guards and/or Security Surveillance.
The cost of safeguarding, security guards and/or security
surveillance will be charged to the work itemrepresenting the
work or real property being safeguarded. |If the real property
bei ng safeguarded is a Revol ving Fund owned shop, warehouse,
building or facility, the costs of security guarding will be
charged to the rel ated asset operating account.

6-17. Paynents to States from G ant Revenues. The portion of
revenues derived fromgrants to be returned to the states will be
recorded on an accrual basis as of 30 Sept each Fiscal Year in
the prescribed work itens for the applicable projects. Adjustnent
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of accruals will be made as current fiscal year transactions at
the tine of receipt of disbursenment voucher information furnished
by the Chief of Engineers (see paragraph 4-9e of this

regul ation).

6-18. Accounting for Non-expenditure Transfers to O her
Government Agencies. Funds transferred fromC vil appropriations
to ot her Governnent agencies as non-expenditure transfers (SF
1151) for district activities will be accounted for in accordance
with para 5-11b.
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6.19. Transfer of Projects between districts. The costs of projects or
parts of projects transferred between districts nmust be included in the
accounts of the receiving district. Such costs must be in conplete
agreement with accrued expenditures to date prior to transfer. Copies of
the Cost and Progress Summary Report reflecting financial status as of
the date of transfer, together with subsidiary cost |edgers for the
transferred projects or portions thereof will be transferred to the
receiving districts. The transferring district will also furnish to the
receiving district copies of Journal Entries ENG Form 3007, prepared to
record the transfer, which will be used by the receiving district as the
basis for contra entries in its records. Oher records and data wl |

al so be transferred, to the extent necessary and practicable.
considering the conditions involved in individual cases, to enable the
receiving district to properly and efficiently continue operations. (See
al so paragraph 2-10).

6-20. Civil Service Retirement (CSR). Social Security Taxes FICA Life
| nsurance Contributions (ELIF) and Federal Enployees Health Benefits
(FHBF) . Cost accounting and distribution procedures for Governnent
contributions to the civil Service Retirenent Fund, Federal |nsurance
Contributions Act, Enployees Life Insurance Fund and Enpl oyees Heal th
Benefits Fund are included in Chapter 7.

6-21. Einancial Property Accounting. Accounting for property so as to
provi de acceptable nmonetary and itemcontrol will be acconplished as
fol |l ows:

a. Revolving Fund Property. (1) The amounts reflected in all the
accounts cited below will represent the values applicable to those
assets for all financial statements

(2) An asset cost account will be maintained for each installation
(account 470.-),for each structure (account 471.-), and for each item of
pl ant (accounts 472.- thru 475.-). conparisons will be made periodically

(at least every three years) between property itemrecords and these
accounts to verify that cost accounts are maintained for all such itens
of property.
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(3) Asset cost accounting is also provided for other nonexpendabl e
property assigned to plant (included in accounts 472.- thru 475.-) and
facilities (account 476.-), and general use tools, office furniture and
equi prent (account 477.-). Details for such property are included in
records mmintained in accordance with ER 735-1-1. Mbnetary agreenent
bet ween property records and asset cost account anobunts is not required.

b. Property Documents. (1) Under the provisions of ER 735-1-1, copies
of all property vouchers evidenci ng the novenent of property and affecting
property record card bal ances will be furnished the Finance and Accounti ng
Branch for appropriate accounting treatment. (Those not requiring cost
entires, such as transfers of property between responsible enployees
within the sane cost account classification, will be annotated as to the
intra-account involved and returned to the Property Section for
i nformation purposes). The amounts shown on the property vouchers based on
the property records will be posted to applicable cost accounts. |If
validity of the anpbunt or propriety of accounting treatnment is doubtful
the docurment (s) will be verified with Property Section. I|ndividual trans-
actions will be recorded currently; they will not be lIgnored or deferred
for adjustment action based on annual inventories.

(2) In order to provide effective control over the receipt of prop-

erty vouchers, a register of property voucher numbers will be naintained
in the Cost Accounting Section. It will consist of a list of nunmbers in
sequence which will be checked off as documents are received from the
Property Branch. At the end of each nonth, verification will be made of
the last document issued and open numbers in the list wll be

i nvesti gated.

(3) Copies of Revolving Fund work order conpletion reports, ENG Form
3013, for acquisitions, additions and betterments of fixed |and plant
(account 476.-) will be furnished the Property Section for use in posting
val ues reflected thereon to property records, as applicable.

6-22. Rounding-off M nor Accounts. a. Ceneral. The rounding off of rates
and anounts as outlined below will be utilized whenever it is advantageous
and equitable to do so.

b. Rates. Effective time |abor rates conputed in accordance with para
6-11c may be rounded to the nearest tenth of a dollar, e.g., a rate
conputed at $2.88 woul d be rounded to $2.90. Rates utilized for conputing
charges for depreciation, overhead, plant rentals, plant operations,
facility accounts, etc., may be rounded to the nearest significant equiva-
lent which would not result in Inequity. This could result in the
sel ection of rates rounded to the nearest $0.001, $0.01, $1, $5, $10
etc., depending upon the relative effect of the rounding.
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c. Conputations and Billings. Anounts conputed for use in distribution
of |abor, overhead, operating accounts, etc., relative to interna
installation transactions and billings to Corps of Engineers installations

may be rounded to the nearest dollar. For exanple, assum ng an account is
chargeable with eight hours of |abor @ $2.80, the conputed anount of
$22.40 woul d be rounded to $22. Billings to installations other than those
of the Corps of Engineers and to private parties should be processed at
the conputed amobunt (in the above exanple $22.40).

d. Rounding Principle. In rounding rates and anounts to the nearest
sel ected unit, when an anmount fails exactly hal fway between, it will be
rounded to the nearest even figure, e.g., both $11.50 and $12.50 will be
rounded to $12; both 75c and 85c will be rounded to 80c.

6-23. Contingent Liability Records.

a. Definition. As defined in the GAO Manual for Guidance of Federa
Agencies, a contingent liability is one which is related to a transaction

or event which may or may not beconme an actual liability in consequence of
a future event; and further, the uncertainty as to whether there will be
a legal liability differentiates a contingent liability from an actua
laibility.

b. Menorandum Record. A menorandum record of contingent liabilities
shoul d be naintained as a part of the cost accounting system This record
should list clainms and other contingent liabilities by project, further
classified as follows: Contractor Clains under review at District or
Division level; Contractor Cains under review at OCE or higher |evel
such as at US Court of Clains; Tort Actions; and OQther (such as statutory
clains involving settlements under Indian land clains). As a m ni mum each
entry to the nenorandum record should include the date of the claim or
other action, the nane of the claimnt or payee, a brief description of
the nature of the potential liability, the anmobunt demanded by the clai mant
or other potential creditor, and the date and actual amount of settlenent.
In addition, the record of contingent liabilities applicable to multiple
pur pose projects should contain sufficient information as to accounts
chargeable to permt assignment to project purposes for reporting
pur poses.

c. Source of Data. The basic information to be included in the record
is contained in the files of the Ofice of the Chief Counsel and of the
Construction/ Operations Di vi si on; t her ef or e, cl ose [iaison and
coordination with those units nust be nmaintained by the Finance Accounting
Oficer in order that the nenmorandum record may be adequately maintained.
Wth respect to clains submtted to OCE or higher |evel for review when
such claims are resolved, the District Commander, ATTN. O fice of the
Chi ef Counsel, |s advised by letter from OCE of the ampbunt and nature of
the disposition. Based on such advice, the contingent liability will be
del eted from the nmenorandum record.
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d. Financial Reporting. Contingent liabilities will be
reported on the Post-closing Trial Balance (Chapter 20). In
addition, contingent liabilities applicable to the power purpose
for multiple purpose projects with power will be disclosed by

footnote on FPC Forns No. 1 (RCS FPC-1002). Footnote discl osure,
detailed to show anmobunts applicable to each project purpose, wll
al so be made on the Suppl enental Statenent of Assets and
Liabilities submtted wth FPC Forns No. 1 (ER 37-2-11).

e. Accounting for Cains Settled at HQUSACE/ OCE or Hi gher
Level. As stated above, the District Comrander is infornmed by
HQUSACE/ CCE of disposition of such clainms. Any resulting
paynents from project funds will be accounted for in the sanme
manner as project fund clainms settled at District or Division
| evel . However, paynents nmay be nade from ot her than project
funds, such as funds available to the Departnment of Justice or
GAO. Such paynents will be recorded in applicable project cost
work itenms in accordance with pro fornma entry, paragraph
2-22f(25). In sone instances Court of Clains judgnents nmay
i nvol ve coll ection of nonies due the Governnment under a
counterclaim while such collections are deposited to the US
Treasury by Departnent of Justice, they should be credited to
appl i cabl e project accounts with contra debit to G. 135. 2.

6-24. GSA and O her Space Costs.

a. GCSA space costs for each Corps field operating activity

will be allocated to civil and mlitary activities on the basis
of the relative nunber of Full-Tinme Equival ent Work years (FTE)
occupying GSA space. This allocation will be based on the nunber

of FTE occupyi ng GSA space at the beginning of each fiscal year.

(1) To calculate the distribution, conpute the proportion
of civil FTE to total FTE and mlitary FTE to total FTE.
Multiply the total rent cost by those proportions and allocate
the resulting anmounts to civil and mlitary activities.

Exanpl e: Total Rent for District X = $2.5M
Total FTE for District X = 600
Cvil FTE 420 420/ 600
Mlitary FTE 180 180/ 600

70% $2.5M X . 70
30% $2.5M X . 30

$1. 75M
$ . 75M

(2) Personnel occupying space for which paynent is not nmade
to GSA (Floating Plant, Resident Ofice, Project Ofices, Area
Ofices, etc.) wll not, under any circunstances be included in
the allocation of GSA space costs to civil and mlitary
activities. Cvil space costs will be subsequently distributed
to the organi zati onal el enments occupying the space based on the
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square feet occupied for ultimate distribution to Gvil Wrks
projects and prograns. Distributions will include a proportionate
share of common space, i.e. hallways, conference roons, rest

roons, cafeterias, break areas, health care areas, parking lots,
etc.

(3) To calculate the distribution of civil space costs,
first determ ne the total anmount of square footage occupi ed by
the organi zational elenments to whomthe cost is to be distributed
(Factor A). Divide the total rent cost by the anmount of square
footage to determ ne the cost per square foot (Factor B)

Det erm ne the actual anobunt of square footage occupied

excl usively by each organi zational elenent for office, storage,
conference room space, etc. (Factors Cl, C2, C3. . .). Al other
space is terned "common space". Add Factors Cl, C2, C3. . . and
subtract the sumfromthe total amount of square footage (Factor
A) to arrive at the square footage of common space (hallways,
cafeteria, rest roons, etc)(Factor D). Next determ ne the total
nunber of civil FTE (Factor E) and the nunber of FTE assigned to
each organi zational elenent (Factors F1, F2, F3. . .). Calculate
t he amount of common space to be allocated to each organizati ona
el enent by conputing the proportion of each organizationa

el enent’s FTE (Factors Gl, &, G3. . .) to the total square

f oot age of common space (Factor D). Miltiply the total comon
space (Factor D) by each proportion (Factors Gl, &, &3. . .) to
arrive at each organi zational elenment’s share of commobn space
(Factors H1, H2, H3. . .). Add the occupied space for each
organi zation elenent (e.g., Factor Cl) to the allocation of
common space for that organi zational elenent (e.g., Hl) and
multiply the result by the cost per square foot (Factor B). This
is the amount to be charged to that organizational elenent.

Exanpl e: Total rent cost allocated to civil activities = $1.75M
(A) Total square footage = 75k
(B) Cost per square foot = $23.00
(Cl) Engineering occupies 33k square feet
(C2) Construction occupies 16k square feet
(C3) I Moccupies 5k square feet
Total occupi ed space = 54k
(D) Total comon space = 75k - 54k = 21k square feet
(E) Total civil FTE = 420
(F1) Engi neering has 252 FTE
(F2) Construction has 126 FTE
(F3) I Mhas 42 FTE
(Gl) Proportion of Eng common = 60%
(&) Proportion of Const common = 30%
(&3) Proportion of I Mcommon = 10%
(H1) Common square footage distributed to Eng = 13k
(H2) Conmmon square footage distributed to Const = 6k
(H3) Common square footage distributed to IM= 2k
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Rental Cost distributed to Eng (33k + 13k) X $23.00 = $1. 06M
Rental Cost distributed to Const (16k + 6k) X $23.00 =$.53M
Rental Cost distributed to IM(5k + 2k) X $23.00 = $. 16M

b. Leased space costs other than GSA | eased space
costs will be distributed to the organizational elenents
occupyi ng the space based on the square feet occupied.
Distributions wll include a proportionate share of
common space, i.e., hallways, conference roons, rest
roons, cafeterias, break areas, health care areas,
parking lots, etc. Distributions will be conputed in the
sanme manner as civil GSA space costs.

c. Costs for space in revolving fund owned
buil dings will be distributed to the organizati onal
el ements occupyi ng the space based on the square feet
occupied. Distributions will include a proportionate
share of common space, i.e., hallways, conference roons,
rest roons, cafeterias, break areas, health care areas,
parking lots, etc. Distributions will be conputed in the
sanme manner as civil GSA space costs.

6- 25. RESCI NDED.
6-26. Human Resource (HR) Support Costs (See App. 6-1)

a. Costs incurred for HR support to or by an
activity other than an MSC or HQUSACE wi Il be charged to
work itenms RF6005 (ch. 24, p. 24-2e) or RF5503 (ch. 16,
p. 16-27z(2)) depending on the type of HR facility
provi di ng the services.

(1) Costs incurred by an activity other than an
M5C or HQUSACE whose services are provided by an internal
HR O fice, another USACE command, a Consoli dated HR
Support Center (CPAC), or a regionalized HR Ofice (CPOC)
(including CPCC bills) should be charged to RF6005.

(2) Costs incurred by a Consolidated HR
O ficel CPAC which provides HR services to its own conmand
and at | east one other command shoul d be charged
initially to RF5503 and then distributed to each
supported command including its own. Costs distributed
toits own command from RF5503 shoul d be recorded in
RF6005.

b. Costs at Headquarters or an MSC whose services are
provided by an internal HR office, a regionalized HR Ofice
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(CPOC), anot her USACE command, or a Consolidated HR Support
Center (CPAC) should be charged to the General Expense (CE)
account and/or the Operations and Mii ntenance, Arny (OVA) account
using the follow ng work categories, as appropriate:

GE OVA
MSC 2B200 92B00
HQ 1B300 91E00

6-27. Union Activities. Union activities ultimately benefit

| ocal commands as a whole, not only the nenbers of the bargaining
unit. Accordingly, the cost of all union activities, including
uni on negotiations, will be recorded in the RF6021 work item and
distributed as General and Adm nistrative Overhead (Chapter 24,
par agr aph 24-2n).

6-28. Marketing/Qutreach Prograns. Like union negotiations,

mar ket i ng and/ or outreach prograns ultimately benefit |ocal
command as a whole. Accordingly, all costs associated with these
activities will be recorded in the RF6022 work item and

di stributed as CGeneral and Adm nistrative Overhead (Chapter 24,
par agr aph 24-20).

6-29. Pre-Placed Contracts. To be added.

6- 30. Request/Approval for Cost Transfers (excluding |abor and
S&A). This section addresses cost transfers for areas other than

| abor and mlitary supervision and adm nistration. Procedures
for | abor cost transfers are described in para 7-5c, while
mlitary S&A cost transfers procedures are delineated in para 27-

af).

a. Cost transfers or corrections are not necessarily
i ndi cative of financial msnmanagenment. Honest m stakes and/or
human errors in costing do occur even though extrene care is
exerci sed when creating docunents or recording costs. Use of
cost transfers to correct these types of errors is both
appropriate and warranted. Conversely, use of cost transfers to
nove costs between projects and/or Revolving Fund work itenms to
mask funding shortfalls or to nmeet nom nal bal ance requirenents
and/or to transfer legitinate General and Adm nistrative Overhead
costs to Departnental Overhead work itenms because the failure of
a technical organization to neet direct |abor projections created
a deficit in the G&A work itemis not only inappropriate but al so
violates nmultiple fiscal statutes and could ultimately result in
an anti-deficiency act violation. Therefore, cost transfer nust
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not be used for these purposes and/or nmust not be tol erated or
condoned at any |evel of conmmand.

b. An exanple of an honest m stake and/or human error which
shoul d be corrected by cost transfer would be an enpl oyee
selecting a wong ordering or funded work item when creating a
Pur chase Request and commtnment (PR&C). Another exanple would be
sel ection of an incorrect work category code, resource code, or
or gani zati on code when preparing the PR&C.

c. The responsibility for initiating a request for a non-
| abor cost transfer depends on the source of the error. For
clerical errors involving such itens as organization, work
category or resource codes, the responsible enpl oyee woul d
generally be the initiator of the PR&C. Transfers of costs from
an incorrect work itemto the correct work item should be
initiated by the fund nmanager or analyst. The fund nanager and
anal yst will work together to research the problem and determ ne
the correct solution. This action nmust be conpleted pronptly,
wi thin ten workdays fromthe date the error was first discovered
or the end of the nonth, whichever occurs first.

d. The initiator of the cost transfer nust have cost
transfer authority designated on the Access Control Screen (10.1)
in CEFMS. This designated individual will query the account
information to be "transferred fronf on CEFMS screen 7.4.6 (Cost
Transfer within FOA) and identify the anobunt to be transferred.
The account information to be "transferred to" will be identified
on CEFMS screen 7.4.6A with appropriate justification entered for
the transfer.

e. The basic requirenents outlined above may be expanded as
deened necessary to strengthen | ocal internal controls and/or

avoi d possible statutory violations. 1In all cases, the district
Resource Managenent O ficer as well as the responsible division
and office chiefs will nonitor the transfer practices to uncover

repetitive problens and/or trends, and take corrective action as
appropri at e.
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